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Notes  of  a hearing  given  to  Mr.  Potter,  Representative  from  the  State  of  New 
York,  ill  explanation  and  advocacy  of  a bill  introduced  by  him  (H.  R.  4975)  to 
refund  the  bonded  debt  of  the  United  States  at  2^  per  centum  interest,  to  reduce 
taxation  upou  circulating  bank-note  currency  when  secured  by  deposit  of  2^  per 
centum  bonds,  and  to  secure  such  currency  against  unnecessary  disturbance  and 
fluctuation  by  applying  the  national  revenues  economically  to  payment  of  the 
national  debt. 


Committee  of  Ways  and  Means, 

fVaskington,  February  23,  1884. 

Mr.  Potter  said : 

Mr.  Chairman  and  Gentlemen  of  the  Committee  : The  bill  to  which  I ask  your 
attention  is  one  that  originated  from  a bill  referred  to  the  Committee  on  Banking  and 
Currency,  and  on  a full  consideration  of  which  that  committee  came  to  the  conclusion 
that  it  was  so  far  a refunding  bill,  and  so  far  aftected  taxation,  that  it  should  originate 
in  this  committee.  I therefore  modifled  the  hill  so  as  to  meet  the  objections  which 
had  been  made  to  it  there,  and  I had  it  referred,  by  the  unanimous  wish  of  that  com- 
mittee, to  this  committee. 

The  bill  is  a very  simple  one.  It  proposes  to  meet  (as  I think  in  a simple  and  efficient 
way)  the  presimt  danger  to  the  currency  and  business  of  this  country,  it  does  not  change 
in  any  respect  the  times  when  the  debtof  the  country  becomes  payable,  and  it  makes  no 
modification  in  the  payment  of  that  debt,  except  to  direct  <»r  authorize  the  application 
of  the  fund  applicable"  to  the  payment  of  the  national  debt  in  such  way  that,  while 
causing  no  disturbance  to  the  banking  and  currency  of  the  country,  so  long  as  the 
debt  lasts,  it  will  secure  to  the  Government  a better  interest  for  its  money  than  it  gets 
now,  while  it  is  undermining  the  national  banks. 

Section  1 of  the  bill  is  as  follows: 

“ The  Secretary  of  the  Treasury  is  hereby  authorized  to  receive  at  the  Treasury  any 
bondsof  the  United  States  bearing  interest  at  the  rate  of  three  per  centum  per  annum, 
and  to  issue  in  exchange  therefor,  as  substitutes,  an  equal  amount  and  number  of 
registered  bonds  of  the  United  States,  of  the  denominations  of  fifty,  one  hundred,  five 
hundred,  one  thousand,  and  ten  thousand  dollars,  of  such  form  as  he  may  pre.scribe, 
and  bearing  interest  at  the  rate  of  two  and  one-half  per  centum  per  annum,  payable 
quarterly  at  the  Treasury  of  the  United  States,  Said  two  and  one-half  per  centum 
bonds  to  be  issued  in  exchange  for  three  per  centum  bonds  shall  be  payable  at  the 
I)leasure  of  the  United  States,  and  shall  be  respectively  and  severally  for  the  same 
amounts  and  be  numbered  with  the  same  numbers  borne  severally  by  the  three  per 
centum  bonds  for  which  they  are  to  be  issued  as  substitutes,  and  shall  be  called  and 
paid  in  the  same  order  as  said  three  per  centum  bonds  for  which  they  shall  be  sub- 
stitutes are  to  be  called  and  paid  as  now  provided  by  law.” 

That  is  necessary,  because  the  law  authorizing  the  issue  of  these  bonds  provides 
that  they  shall  be  called  in  a certain  order,  and  that  order  cannot  now  be  changed, 
so  that  when  the  2^  per  cents  are  called  they  will  be  called  in  the  same  order  us 
the  3s.  ^ 

No  change  is  made  in  that 'section  except  this : under  a subsequent  section  the  duty 
to  be  paid  on  the  circulating  notes  of  national  hanks  is  reduced  from  one-half  of  1 
per  centum  to  one-fourth  of  1 per  centum.  The  Government  is  to  pay  one-half  of  1 
per  centum  interest  less  on  the  bonds  to  be  deposited  to  secure  circulation. 

Mr,  McKinley.  What  inducement  do  you  holdout  to  the  holders  of  3 percent,  bonds 
to  accept  2^  per  cent,  bonds  instead  of  them? 

Mr.  Potter.  The  sixth  section  of  the  bill  provides  that  when  not  otherwise  pro- 
vided by  law  the  Secretary  of  the  Treasury  shall  be  authorized  to  apply  any  money 
at  bis  disposal  for  the  payment  of  the  bonded  debt  of  the  United  States,  eitluT  to  the 
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pa;  luout  of  the  bonds  redeemable  at  the  pleasure  of  the  United  States  (that  would 
im;  tide  the  3s),  or  to  the  purchase  of  bonds  not  due,  as  wilt,  in  his  judgment,  cause  the 
gn  atest  saving  of  interest  (the  words  “ in  his  Judgment^’  can  be  struck  out) : and  in 
del Hrniining  this,  the  duty  or  tax  received  txpou  circulating  notes ot  national  hanking 
as!-  relations  shall  be  considered  a deduction  from  the  interest  j>aid  upon  bonds. 

' he  t^tfect  of  this  section  would  be  (taken  with  tbe  otlier  section  applying  to  the 
3s)  that  the  Government  would  commence  refunding  this  debt,  because  the  interest 
wr  .lid  be  so  much  more  than  it  would  be  by  coiitiuuiug  to  pay  the  3s,  after  deducting 
wl  at  is  returned  to  the  Government  in  taxation.  For  instance,  by  buying  in  3s  now 
(I  nean  that  jiortion  of  the  3s  held  by  the  national  banks)  the  Government  saves  but 
lit  le  uu»re  than  two  and  one-tenth  of  1 j»er  cent,  interest.  The  hanks  hold  one  hundred 
an  I seventy  millions  of  3s,  on  which  the  Government  i)ays3  per  cent,  interest,  and  re- 
cei  v-es  hack,  in  the  way  of  duty  or  tax  on  the  circulating  notes,  one-half  of  1 ]»er  cent., 
leB  ving  the  actual  burden  of  tlie  Government  2A  jier  eenr.  Tiie  Goveniment  is  pay- 
ing ort' its  debt  at  this  end,  and  the  etfect  i>f  it  is  to  increase  the  jiremium  at  the  other 
en  1,  and  to  realize  a much  less  rate  of  interest  than  it  would  realize  if  it  paid  the 
de  )t  according  to  this  bill. 

' 'he  second  section  of  the  bill  provides  that  The  Secretary  of  the  Treasury  is  hereby 
an  horized  to  receive  at  the  Treasury  any  bonds  of  the  United  States  bearing  interest 
at  he  rate  of  four  per  centum  or  four  and  one-half  per  cent  nm  per  annum,  and  to  issue 
ill  ixchange  therefor  an  tMpial  amount  of  registered  bonds  of  the  United  vStates,  of  the 
dr  lominations  of  tifry,  one  linndred,  five  hundred,  one  thousand,  ten  thousand,  ami 
lift  y thonsaml  dollars,  of  such  form  as  he  may  ]u’escribe,  and  bearing  interest  at  the 
rate  of  two  and  one-half  ]»cr  cenmm  i>er  annum,  payable  ipiarterly  at  the  Treasury 
of  the  United  States.  Said  two  and  one-half  per  centum  bonds  to  he  issued  in  ex- 
ch  .nge  for  four  ]ier  centum  bonds  shall  be  iiayable  at  the  pleasure  of  the  United 
St,  tes,  after  the  first  day  of  July,  iiiiieteeu  hundred  and  seven. 

' 'hat  is  the  <Iay  wlien  the  4|s  liecome  payable,  and  the  bill  leaves  the  2^  per  cent, 
bo  ids  payable  exactly  as  the  44s. 

Sai<l  two  and  one-half  per  centum  bonds  tobeissneil  in  exchange  for  four  and  one- 
ha  f per  centum  bonds  shall  lie  ]»ayable  at  the  ideasnre  of  the  United  States  after  the 
fin  t <lay  of  September,  eighteen  hundred  and  ninety-one. (That  is  w'hen  the  4 ]>er 
cm  turn  bonds  become  due.) 

' lie  feature  of  the  bill  wliich  enables  ns  to  make  this  exchange  is  the  thir<l  section 
of  it,  w'hich  reads: 


That  in  the  said  exchange  of  two  and  one-half  per  centum  bonds  for  four  per 
cei  turn  and  four  and  one-half  jier  centum  bonds,  provided  always  the  moneys  on  hand 
an  1 applicable  are  sudicient,  the  Secretary  of  the  Treanury  is  hereby  authorized  to 
]>a  such  a sum  in  each  case  as  shall  he  equal  to  the  aggregate  present  worth  of  the 
SC’  eral  <[uarfer-yearly  payments  of  interest  from  which  the  United  States  is  released 
]»y  such  exchange,  all  interest  in  ascertaining  said  present  w'orrh  being  computed  at 
til  rate  of  four  per  centum  ]>er  annum,  reinvested  ijuarter-yearly.” 

’’’he  sixth  section  of  the  hill  provides  simply  that  the  iovernment  may  anticipate 
interest  obligations  (those  obligations  under  wliich  it  now  rests)  by  }>aying  such 
a 1 resent  sum  as  (compounded)  will  release  the  equal  obligations  of  the  Government 
w’l  eu  they  will  (lecomedne,  so  as  to  reduce  the  bonds  to  a uniform  iiitenjst  of  24  per 
ee  it.  For  instance,  on  the  4 per  cents  the  Goveniment  will  pay  the  value  of  the  14 
pe  ■ cent,  ditfereiice  for  the  time  that  the  bonds  have  to  i iin  less  the  interest  of  4 per 
ce  it.  compounded,  and  will  then  exchange  their  bonds  for  2^  jier  cent,  bonds;  so  the 
ho  ders  of  the  4|  per  cent,  bonds  w'ill  receive  2^  per  cent,  bonds  and  the  value  of  tlie 
2 ] er  cent,  iliti'erence  (less  the  interest  on  that  amount  coinponndeil  quarterly)  for  the 
til  le  the  44s  Iiave  to  run.  The  result  of  this  will  l»e  tliat  the  w'hole  bonded  debt  of 
th  1 Government  w'ill  he  reduced  down  to  one  rate  of  interest,  and  that  such  a low^ 
ra  e as  that  the  bonds  will  never  be  likely  to  bear  much  premium.  It  is  probable 
th  L-t  they  may  be  somewhat  above  par,  but  they  are  not  likely  to  be  much  above  par, 
ex  3ept  that  ])ortion  of  them  w'hich  may  be  held  by  tlxe  banks.  The  banks  will  hold 
th  !iu  until  the  Government  calls  them  for  payment. 

»Ir.  Hkwitt.  Explain  why  you  select  4 ]>er  cent,  intei’t  st  as  the  computing  rate? 
dr.  POTTKU.  I <lo  not  regard  that  provision  as  arhitrar;\ . I think  it  should  he  fully 
CO  isidered,  and  I desire  that  it  shall  he  fully  considered  by  this  committee,  and  such 
a 1 ate  of  interest  tixed  as  the  committee  may  think  w’ise.  So  ftir  as  the  national 
banks  are  concerned,  I have  no  doubt  that  they  wouhf  all  make  the  exchange  at  4 
pe  • cent,  interest. 

dr.  Hiscock.  Why  do  you  say  that  ? 

dr.  Potter.  Because  of  the  advantages  they  would  derive  in  being  released  from 
ha  ;f  their  taxation  on  circulation,  and  because  of  the  s(‘cnrity  which  this  hill  gives 
th  nil.  That  security  is  that  the  whole  basis  on  which  the  banks  i*est  slxall  remain  niidis- 
tn  bed  until  the  last  installment  of  the  debt  is  paid.  So  far  as  1 have  conferred  w’ith 
th  1 banks,  I have  found  that  to  be  the  general  sentiment.  I think  there  is  no  doubt  but 
th  it  the  3s  w ill  be  all  exchanged.  The  44s  would  he  excliauged,  because  the  holders 
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are  likely  to  get  a much  longer  jieriod.  The  ordinary  holder  would  not  1,,  paid  until 

it  was  the  interest  of  the  Government  to  pay. 

Theqixestioii  of  interest  (4  per  cent.)  has  been  ol>jected  to  by  very  many,  eKpeciall;> 
of  the  savimrs  banks.  They  say  that  to  ask  them  to  give  up  their  b.nuls,  practically 
to  lend  the  Government  money  at  2^  per  cent.,  and  to  borrow  mom*y  from  the  *tov- 
ernmeiit  at  4 per  (‘eut.  (at  the  same  time  and  in  the  same  trunsiictioi  ) is  not  -riir, 
audit  is  Turn'd  that  the  rate  should  be  made  3 per  cent,  instead  of  four.  If  the  in- 
terest should  be  made  3 per  cent.,  tliai  will  give  the  (rovernmeut  3 per  cent,  com- 
pound inti*rest  on  all  its  investment  in  anticipation  ot  interest  : ami,  instead  of  in- 
vesting, as  the  Government  iloes  now,  at  2,1  in  calling  the  3s,  the  Go\  ernment 
would  invest  every  dollar  at  3 ]»er  cent,  compound  interest.  At  3 per  cent,  then  is 
no  doubt  that  the  whole  debt  of  the  country  would  he  refunded,  am.  as  rapidlN  as 
the  Government  would  be  justitied  in  using  its  surplus  to  refund. 

I am  a trustee  in  one  of  the  largest  savings  hanks  in  our  i?tat<*,  and  ha\e  siuiie 
knowleilge  of  the  motives  W'hich  control  such  banks.  Such  institutions  do  not  hold 
the  Govenimenl  bonds  lieeanse  of  their  jiaying  the  best  interest,  but  they  hold  them 
because  they  w*ant  something  w'hich  tliey  can  immediately  and  w'ith  ceitaiut,\  con\ert 
into  inonev  so  as  to  protect  themselves  against  any  sudden  demand,  -hat  purpose 
W'ould  he  as  well  answered  by  a bond  that  wimld  iiot  fall  below  par  as  by  a bond 
having  xi  liigk  ])nMiiinm.  Besides,  there  is  a feeling  in  all  these  institutions  (and  a 
just  one  in  my  opinion)  that  they  do  not  like  to  have  the  (.remium  appear  as  part  ot 

their  assets,  and  have  it  growing  less  li*om  year  to  year.  , t i • i 

Speaking  of  our  hank  (the  Bleecker  street  bank),  but  without  authority,  I think 
w'e  should  exchange  the  bonds,  ]irobably  not  at  4 ]»ei'  cent. ; at  3 per  cent.,  1 think, 
we  should  exchange  at  once.  The  actual  amount  that  we  would  receive  from  the 
Goveiiiment  on  the  4 jiercents  wouhl  be.  S25.3r^  on  every  slOO,  That  money  we  should 
then  loan  on  bond  and  mortgage  .at  such  higher  rate  of  interest  as  we  could  get ; and 
we  should  still  have  mir  2^  ]>er  cent,  bonds,  w'hich  we  believe  w'iil  be  alw’ays  at  pax*, 
ami  wliich  w*e  believe  will  give  ns  all  the  protection  against  a sudden  demand,  w liich 
is  the  real  purpose  for  w'hicli  these  institutions  hold  these  bonds. 

Mr.  Kasson.  Have  you  computed  tlie  amount  that  would  be  called  for  from  the 
Treasury  of  the  United  States  within  a year,  on  the  theory  that  your  act  would  go 

into  effect  with  its  present  term  ? 

Mr.  Foiter.  It  would  be  a little  over  2»  \»er  cent,  that  would  he  ultimately  called 
for  before  the  I’efixnding  was  comjileted — 25  ]ier  cent,  of  the  amount  of  the  4 per  cent, 
bonds  and  13.38  jier  cent,  of  the  44  per  cent,  bonds.  Hut  the  wlnde  thing  is  left  tothe 
Seci’etary  of  the  Treasury,  to  go  forward  just  as  fast  as,  and  no  taster  than,  the  means 
at  his  dis])osal  in  the  Treasury  at>plical>le  to  the  [lurpose  may  enable  him  to  do. 

Mr.  Kasson.  I only  wanted  to  kmnv  what  the  aggregate  call  the  Treasury  would 
be  ill  cast*  both  the  Treasury  and  the  holders  of  the  bonds  concurred  in  making  the 

exchange.  , . 

Mr.  Potter.  It  would  call  for  25.38  per  cent,  of  the  4 percents  and  13.38  ]*er  cent. 

of  the  44  jierceiits  ? 

Mr.  Kasson.  And  on  the  3s  how  much  ? 

Mr.  Potter  Nothing  whatever.  The  3s  ai’e  exchangeable  bond  for  bond. 

Mr.  Kasson.  Without  any  allow  ance  ? 

Mr.  PoT'i'KR.  Without  any  allowaiiee.  We  believe  that  the  fact  ot  the  2J  per  cent, 
bonds  not  being  likely  to  be  calieil  but  being  likely  to  remain  so  long  as  Their  remain- 
ing is  less  Imrdensonie  and  more  profitable  to  the  G fvernnient  will  be  sulticienr  in- 
ducement to  the  hanks  to  make  the  exchange,  so  that  no  other  inducements  need  be 
offered.  I am  certain  that  no  other  inducement  would  need  to  he  otfei*ed.  This  pro- 
vision in  section  (>,  that  it  shall  he  the  duty  of  the  Secretary  of  the  Treasury,  in  deter- 
mining what  bomls  to  call  and  ]>ay  first  hereafter,  to  reckon  the  amount  received  on 
the  bonds  from  the  banks  by  way  of  tax  as  so  much  dediicted  from  the  interest,  pro- 
tects, as  yon  will  see,  the  bonds  deposited  as  the  basis  of  the  cuiTeucy,  until  the  last 
portion  of  the  debt,  w ithout  any  other  legislation,  is  paid. 

Mr.  Kasson.  I see  its  effect  now. 

Mr.  PoTTEii.  The  taxation  that  w ill  remain  (a  quarter  of  one  per  cent,  each  six 
luontlis)  will  be  the  protection  of  the  hanks  Themselves.  It  will  be  their  piotection 
against  being  nndenniued  by  the  calling  of  their  bonds,  at  a loss  to  the  Goveniment, 
as  they  arc  now  being  called.^  The  bill  does  not  change  by  one  iota  The  fiine  when 
this  debt  can  be  paid  and  w ill  all  be  ]iaid.  It  invests  every  dollar  ihar  can  be  invcsteil 
under  the  bill  at  a larger  interest  than  money  is  now  being  invested  in  the  destruction 
of  the  basis  of  the  banks.  If  you  make  the  interest  3 ]ier  cent,  then  the  Government 
will  get  3 ]ier  cent,  componiul  interest  on  every  dollar  instead  ot  the  2i\}^,  per  cent, 
which  it  now'  gets  in  ]>aying  oft*  the  3 percents. 

It  seems  to  me  it  is  very  unwise  for  Congress  at  this  time,  w'hen  the  comlitions  are 
all  so  favorable  for  a permanent  refumling  of  our  debt  at  a lower  rate  of  imtu’est  and 
preventing  the  great  rise  in  the  ]>reminmof  our  bonds  that  will  necessarily  result 
from  such  legislation  iis  is  contemplated  at  the  other  end  of  the  Capitol,  not  to  take 
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a<  vantage  ofsnch  conditions.  It  seeins  to  me  that  this  is,  of  all  others,  tlie  time  at 
w iioh  TO  etfect  the  chanjjje,  . , i-  • i * • 

Mr.  Hiscock.  Have  you  any  objection  to  iiointin^  out  The  distinction  between  tins 

bill  and  tlie  Senate  hill  ? • i c 

Mr.  PoTTKK.  The  McPherson  bill,  the  only  one  now  under  consideration  in  tlie  Son- 

ale,  nrono.Hcs  to  increase  the  usefnlness  and  income  of  the,  4 per  cent,  bonds  That  are 
ni  ed  for  hankinjv  purposes  and  that  now  hear  '>5  per  cent,  premiums  hy  a lowing  on 
tl  ein  an  issue  of  cnrrencv  up  tti  their  full  tace  value,  lhat  will  enable  the  hanks  that 
h ve  4 percents  on  deiiosit  in  the  Treasury  to  receive  10  per  cent,  more  ot  currency 
tl  an  thev  now  receive.  It  proposes  to  do  nothing  in  the  ay  ot  removing  the  necessity 
f<  r calling  the  3 iierceuts,  hut  to  permit  the  (ioverniuent  to  go  on  and  call  the  3 per 
c,  lit.  bonds,  and  thus  destroy  the  basis  on  which  all  ot  these  hanks  rest  that  holds 
70,000,000  of  3 percents.  Taking  the  two  things  together,  the  tact  that  the  4 per 
Cl  lit  lionds  bear  so  much  more  income,  and  can,  when  used  for  hanking,  draw  10  per 
c.  nt  more  enrrenev,  the  result  will  he  that  the  hanks  having  :i  percents  on  deposit, 
^ il  rim  mediately  turn  armiiid  and  buy  4 per  cents,  or  else  go  mitot  the  business,  and 
tliat  the  4 iiereents  will  at  once  rise  in  the  market  from  l‘A>  to  Ido. 

Mr  K\ssun-.  In  other  words  the  etfect  will  he  very  spe.-dily  to  require  the  surrender 

t.  the  Treasury  of  all  this  Sl?(l,000,(i00  id’ d percents  f 

Mr.  PoTTEK.  Tlie  whole  of  It.  . 

Mr.  Kasson.  And  the  banks  will  he  forced  either  togo  out  of  business  or  to  buy  the 

h <*lier  priced  bonds  at  wliatever  the  market  value  may  be  » i \ • *.i  ■ » 

Mr  PoTTKK.  Yes:  and  (in  aid  of  carrying  up  these  4 ]>er  cent,  bonds)  it  is  this  leg- 
it lation  in  the  t^enate  which  increases  the  amonni  of  currency  which  may  he  issued 

Mr.  Kasson.  It  also  takes  the  lax  off  the  hank  circulation  that  is  based  on  these 


1 onds  ? 

Mr.  PoTTKU.  I do  not  know  about  that. 

Mr  K I have  the  imi>ression  that  that  is  a i»art  ot  the  hill  as  comt>ensation 

f .1-  tile  premium  tlmt  the  hanks  will  have  to  pay  for  getting  these  bonds. 

Mr.  Mii.l.s.  But  .suppose  the  hanks  accept  the  other  alternative  and  go  out  ot  ex- 

i .tenee,  then  tlie  4 per  cent,  honds  would  lall  in  the  mai  Ket? 

:\Ir  Kkiiky.  Would  not  sneh  a rediietion  of  onr  cm  rent  revenue  as  woiihl  .arrest 
t le  call  of  honds  l.v  the  Treasury  go  far  toward  reaching  the  necessities  id  the  hank- 
i 111-  system,  at  least  hv  preventing  the  withdrawal  ot  the.  basis  ot  the  euiTenes  .- 

'Mr'  PoTTfU  If  the  hanks  were  sure  that  there  was  going  to  he  .so  large  a reduction 
( f'the  cnrrencv  as  to  make  them  able  to  calculate  with  lertainty  on  it ; il  they  knew 
that  tliat  was'to  take  place,  and  that  the  calling  of  the  d percents  must  cease  troiii 
that  cause,  then,  of  course,  it  would  give  more  .stability  than  now  exists.  But  this 
1 ill  while  It  leaves  all  of  the  bonds  just  as  fre  • bir  payment  as  they  are  no\v,  ami  lea\  es 
Them  payable  at  the  same  <late  that  they  can  l>e  now  paid,  gives  to  the  hanks  at  once 
1 hat  stahilitv  and  certainty  that  their  homls  will  not  he  called  until  the}  are  reatlied 
in  their  order  of  payment,  the  Government  taking  the  same  course  ut  i.aynient  as  a 
jTivate  individual  would  take  in  paying,  ami  paying  just  as  it  is  most  protitable  to 

■ he  debtor  to  ]>ay.  ^ 

Mr.  Keu.ey.  it  Congress  were  to  jiass  a law  hy  which  the  revenues  were  bi  _ 

luced  slOO, 000,000  or  sl2r),000,tK)0  ]>er  annum,  w'ould  i or  that  give  the  hanks  pretty 
TiKul  assurance  that  tlie  Government  meant  to  stoj)  calling  its  bunds.  . i -n 

Mr,  PoTTKU.  Yes.  hut  it  would  not  give  the  hanks  any  such  assurance  as  this  bill 
,vill  'dve  them  against  tin*  vicissitudes  of  legislation,  oi'  against  the  <>peratn)ns<)i  any 
let  tendim''  to  ivduee  the  revenue.  For  instance,  in  onr  State  there  is  a Z^**^'*^ 
rence  of  opinion  as  to  the  effects  of  a taritf  law.  Very  many  peojde  think  tliat,  with 
die  wisest  and  liest  taritf  that  can  he  passed,  it  is  not  at  all  certain  that  the  re\enues 
>f  the  (iovernment  will  lie  reduced.  I think  that  is  thi^  enrrent  opunon. 

Mr  Kkelev.  That  remark  relates  to  the  tariff,  hut  suppose  the  internal-revenue 
axatiou  were  repealed,  would  not  tliat  make  a rednetion  ot  revenue  certain  T 
Mr.  PoTTKU.  Yes,  iimlouhteilly:  hut  I do  not  know  A hether  it  is  ]»nident  to  leaA  e 
Dhe  hanks  and  the  husiiiess  of  the  country  open  to  this  nneerfainty,  when,  by  passing 
1 simple  lull  like  This,  the  Government  can  be  left  free  b>  reduce  its  revenue  just  as 
amch  as  it  pleases,  and  still  produce  staVulity  and  certainty  in  the  currency  and  Inisi- 

Mr  Kelley.  If  we  continue  to  collect  a surplus  of,  say,  Sl*^o, 000,01)0  a year,  nnist 
not,  even  under  the  provisions  of  this  hill,  the  bonds  he  called  in  possibly  a constantly 


" 1 ^ ^ 

Mr  lh>TTER.  I think  that  under  the  provisions  of  this  hill,  and  this  will  also  an- 
3wer*a  question  asked  me  hy  Mr.  Kasson,  there  would  he  in  the  neiglihorhood  of 
8250,000,001)  required  to  refund  the  debt  before  the  Government  would  reach  thepay- 

uient  of  any  part  of  the  principal.  . i i„  . TLof 

Mr.  Kei.ley.  That  would  reipiire  hut  two  years  of  tlxe  estimated  surplus.  1 hat  is 

not  a long  (‘terniry  for  hanking  institutions. 


% 
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Mr  i’OTTKit  Vo  hut  tlieii  v«m  wimhl  li.ivi-  left  the  S-J.Y), 00(1,000  of  ->4  iierceiits  snh- 
atitiiied  for  the  d pereeut.s,  which  are  to  remain  all  the  time  within  the  reach  ol  the 
Govenimeiit,  and  hv  that  time  you  would  probably  have  reached  the  .siibwtitutes  for 
the  44  pereeut.s.  If  von  do  not  reach  them  this  hill  would  put  the  rrea.siiry  into 
the  i.o.sition  of  iroing  into  the  market  and  ]inrehasing  them  at  the  rate  of  trom  100  to 
110  per  cent,  in.steud  of  having  the  4^  i.erceiits  at  from  BIO  to  KiO  per  cent. 

Mr.  Kasso.n.  One  advantage  of  this  l.ill  is  that  it  gives  the  Government  the  heueht 
of  hiiving  at  par  the  ‘2^  iiercents,  instead  of  paying  a premium  on  the  4^  percents. 

Mr.  Fottku,  The  (iovernmenFs  own  legislation  being  now  so  directed  that  it  car- 
ries the  homls  inevitably  up  to  a high  i»remium.  this  hill,  when  the  tune  approaches 
that  the  Government  wishes  lo  extinguish  the  honds,  W(uild  bring  them  imn’itabl> 
and  snrelv  to  near  par,  where  they  will  be  always  within  the  reach  of  the  (Tovern- 

uient  in  anticipation  of  the  time  when  it  can  reach  them.  . i -n  i n 

Mr.  Kelley.  You  speak  of  the  uncertainty  ot  legislation.  Suppose  this  bill  ehould 
tmt  i»ass,  and  that  the  internal-revenue  taxes  should  be  collected  as  they  are,  would 
not  the  condition  of  the  hanks  he  a little  uncertain  f 

Mr.  roxTER.  Not  under  this  hill.  • i 

Mr.  Kelley.  Hut  suppose  this  bill  should  not  pas.s,  because  there  is  as  imicli  uu- 

<iertaintv  of  its  iiassing  as  there  is  ot  any  other  l»ill  in  the  future?  ^ ,i  • 

Mr.  Potter.  It  seems  to  me  that  if  this  hili  should  receive  the  sanction  of  tins  com 

inittee  it  would  be  likely  to  pass.  ^ 

Mr.  Kelley.  You  think  that  it  oiighl  to  pass.  Now,  I see  gentlemen  around  this 
table  who,  I feel  pretty  sure,  are  thinking  that  it  ought  not  to  pass.  1 herefore  there 
is  room  for  a diversity  of  opinion  on  that  question,  as  there  is  touching  other  ques- 
tions. The  fact  that  the  hill  commends  itself  to  your  judgment  and  to  tlm  judgment 
of  the  banks,  is  not  a guarantee  that  it  must  necessarily  become  a law.  Now,  1 per- 
.suade  myself  that  there  is  a chance  of  having  the  internal-revenue  taxation  repealed. 

Mr.  irEWTTT.  8npi)ose  that  were  done,  would  not  this  hill  he  still  a henetit  to  the 
Government  t 

Mr.  Potter.  A very  great  henetit.  . . ^ i i-  i • 

Mr.  Kasson.  It  dot*s  not  interfere  in  any  way  with  the  proposition  to  abolish  in- 

ternal-r*'venne  taxation ? 

Mr.  Potter.  Not  in  the  slightest  degree,  ^ ^ 

Mr.  Mills.  Do  I understand  you  as  favoring  the  cessation  ot  the  payment  ot  tne 

public  debt  ? 

Mr.  I*oTTER.  Not  at  all;  by  no  means. 

Mr.  Mills.  Would  not  the  abolition  of  intt*rnal  revenue  taxes  stop  the  payment 

of  the  public  debt  f , • • e 

Mr.  Potter.  That  is  asking  for  the  expression  ol  an  individual  opinion  of  m>  <^"  9* 
on  wiiich  I will  have  to  vote.  I am  not  providing  for  anything  of  that  sort  m this 

Mr.  Mills.  The  question  of  Mr.  Kelley  was  looking  in  that  direction,  and  I merely 

wished  to  know  vour  vi**ws  on  the  subject.  * * i 

Mr  Po'iTEH.  Mv  object  in  this  hill  is  to  keep  this  business  ot  the  country  stiuidy 
and  undisturbed,  im  an  nnllncluating  basis,  at  least  until  we  reach  That  pornoii  ot  the 
luihlic  debt  which  is  deposited  as  security  for  the  national  banking  circulation. 
AVheii  that  is  readied  it  will  he  for  Congress  to  devise  what  measuresare  to  be  taken. 
Mr.  Kasson.  Yon  pro]>ose  to  tide  over  a period  of  tifteeii  or  twenty  years  T 
Mr.  Potter,  ruder  this  hill  we  are  sure  of  enjoying  undisturbed  stability  in  the 
bank  cnrrencv  for  twenty  years.  i ^ 

Mr.  Mills.'  Do  you  not  Think  that  the  debt  would  he  paid  in  less  than  twenty 
years? 

Mr.  Hewitt.  We  would  have  to  buy  it  u]». 

Mr.  Mills.  We  have  been  always  doing  that. 

Mr.  Potter.  If  tliat  is  to  he  the  ease  then  this  is  the  wisest  possible  legislation, 
because  it  keeps  the  <leht  down  to  near  par,  or  at  a small  premium,  instead  ol  being  at 
a premium  of  50  or  00  i>er  cent.  This  is  not  legislation  (as  that  ])ro]H>.sed  at  the  other 
end  of  the  capital  is)  to  corner  the  Government  absolutely,  when  it  wishes  to  use  the 
surplus  of  its  revenue  in  payment  of  its  debt,  and  to  force  it  to  i»ay  50  or  bO  i>er  cent. 
t)rimiinm  on  its  bonds.  The  surplus  revenue  can  he  used  to  far  better  advantage 
under  this  hill,  and  at  the  same  time  the  bonds  will  he  kept  at  or  near  par,  so  that  the 
Government  can  bnv  them  in  the  market  at  or  near  par,  instead  of  having  to  pay  a 
high  premium  on  tliem.  I sui»pose  that  yon  have  received,  as  1 have,  a circular  trom 
the  Treasury  Department,  showing  the  rate  which  the  Government  would  have  real- 
ized if  it  had  bought  honds  in  the  open  market.  It  may  he  stated  generally  in  this 
way.  On  the  4s  and  44s  the  Government  would  have  realized  at  the  rate  ot  from ‘2. o 
to  2. ()  per  cent,  during  the  last  year,  and  instead  ot  doing  that  it  has  been  ]ia>ing 
otr  the  3s  held  hy  the  banks  and  realizing  hut  2.1  per  cent.  If  this  lull  had  been 
in  existence  it  would  hav'e  been  the  duty  of  the  Treasury  Department  to  apply  the 
money  (as  an  individual  would)  where  it  would  effect  the  greatest  saving. 


VI 


ilr.  IltwiTT*  riijit  assumes  that  tlie  banks  did  not  take  out  new  circulation  ; vou’ 
mi  st  assume  that  or  else  the  saving  couhl  not  be  made. 

dr.  PoTTEK.  Yes,  I assume  that.  1 do  assume  myself  that  the  American  people  wdll 
no:  be  rightly  compelled  by  legislation  to  Imy  obligations  of  the  Government  at  2f>  or 
30  per  cent,  preuumii  and  to  take  the  chances  of  banking  at  that  premium,  and  that 
til  -y  tpught  not  to  be.  In  reply  to  a suggestion  of  Mr.  Kelley,  1 want  to  say  that  1 
have  never  owned  a share  of  bank  stock  in  my  life,  and  never  had  a dollars 'interest 
in  any  banking  institution. 

dr.  Kelley.  I umlersTood  you  to  .speak  of  yourself  as  being  a trustee  or  director  in 
a 1 anking  institution  ' 

dr.  Pottek.  Simply  in  a savings  bank. 

dr.  Kelley.  Allow  me  to  say  that  it  is  a great  regret  of  mine  that  I have  never 
be  m able  to  own  bank  stock.  I slioiild  not  consider  it  dishonorable  if  I could  pur- 
ch  ise  bank  stock  in  open  market  at  a fair  price. 

di . 1 iiiiER,  Iheu  yon  had  no  wish  to  imply  that  this  bill  was  drawn  iii  the  iiiter- 
esi  otthe  banks? 

Ir.  Kelley.  Certainly  ii()t : I meant  no  implication  at  all. 

. Ii.  1 uTlEK.  I never  owned  a share  ol  bank  stock  in  inv  life  ; I have  had  nothin*!^ 
m<  re  to  do  with  hanks  during  my  business  life  than  as  a dejmsitor. 

^ ^^^****^  accept  the  assurance  that  J meant  no  intimation  of 

an  i kind  that  could  he  ]»rejudical  or  (dfensive. 

^ Ir.  Pottek.  Certainly,  I accept  the  assurance;  hut  I wish  the  fact  t<»  be  known, 
It  here  he  any  questions  as  to  this  bill  that  I can  answer.  I shall  be  ghul  to  answer 
th' m.  Ihere  is  a provision  in  the  hill  which,  while  it  is  not  of  any  importance  now, 
mi  y in  the  vicissitudes  of  the  country  become  important.  If  onr  debt  were  lo  mature 
no  V,  and  if  the  country  were  not  in  a condition  from  any  cause  to  pay  it,  the  debt 
wc  uid  have  to  he  continued  thereafter,  at  4 and  4^  j>er  cent,  interest,  luitil  the  Gov- 
eri  ment  got  ready  to  pay  it.  This  bill  jirovides  tha  t in  any  such  contingency  the  debt 
8h  11  be  continued  at  per  cent. 

. Ir.  ^IcKinlev.  \ou  think  that  we  are  in  the  best  possible  condition  now  to  make 
th-  snhstitution. 


. Ir.  I OTTER.  \\  e are  exactly  in  tliat  condition.  In  niy  business  life-time,  tliere- 
ne  -er  has  been  so  good  a time  to  make  the  exchange. 

] Ii.  Hewitt,  If  in  the  course  of  business,  there  should  happen  to  be  a large  expor- 
tal ion  of  gold,  would  not  that  be  as  favorable  an  opportunity  of  making  the  exchange  ? 

: Ir.  Pottek.  I do  not  think  it  would.  ‘ ' 

Mr.  Hewitt.  In  other  words,  yon  Avould  recommend  us  to  take  advantage  of  the 
])rt  sent  sit  nation  ? 

ill.  1 oiTEU.  I would  take  advantage  of  the  present  conditions  to  give  a degree  of 
pe  maneiicy  to  our  banking  institutions  and  currency,  when  -we  can  <io  so  witlMienelit 
to  the  Government,  and  without  changing  a juirricle  the  time  of  jiavment  of  the 
na  lonal  debt  or  the  control  over  it. 

Mr.  Hewitt.  Can  you  explain  how  it  hajipens  that  wdtii  the  surrender  of  currency 
go.  ng  on  in  consequence  of  the  calling  of  United  States  b.mds,  tlie  money  market  ha's 
no  grown  tighter,  but  has,  on  the  contiary,  grown  easier,  if  anything,  durituMhe 
pai  t year  ? . « 

. Ir.  PoriEK,  lean  only  explain  it  myself  in  this  w'ay.  I have  had  consiileralde 
ba  ances  lying  in  trust  companies  for  the  last  tw'oor  three  years,  at  low  interest.  The- 
reiMon  that  has  operated  with  me  has  been  very  largely  because  I have  felt  that  this 
w'li  )le  currency  matter  was  m an  unsafe  and  niisettled'condition,  so  that  I could  not 
cal  Milate  exactly  whether  the  country  w^as  going  to  be  prosperous  or  the  other  way. 
Th  It  has  deterred  me  from  the  class  of  investments  wdiich  I usually  make  in  real  es- 
tat  s.  It  has  prevented  me  from  building  and  improving  so  much  as  I would  have 
dm  e.  If  a bill  like  this  had  passed  Congress,  so  that  I could  know  that  the  hanks 
we  'e  safe,  and  that  the  currency  would  be  undisturbed  for  tifteeu  or  twenty  years, 
I sl.ould  hav'e  gone  on  steadily  and  used  1113^  mone^'  instead  of  letting  it  lie  in  a trust 
CO!  ipany. 

^ r.  Hewitt.  Then,  in  your  judgment,  the  depression  in  business  is  to  some  extent 
the  result  of  uncertainty'  of  the  policy  that  is  to  be  pursued  in  reference  to  the  cur- 
ren  ? 

3 ,r.  PoTrEK.  I think  it  is  very  largely^.  I know  that  that  is  the  controlling  interest 
with  me.  My  own  judgment  is  that  nothing  can  be  done  that  wdll  restore  so  imme- 
dia  ely  activity  aud  courage  to  the  country  than  the  passage  of  this  hill.  I do  uot 
bel  eve  that  even  the  tariff  bill  would  have  more  iuliuence  than  this  bill. 

J r.  Kl'ssell.  Does  the  uncertainty  about  the  tariff'  have  so  mucli  intluence  as  the 
uiK  ertainty  as  to  the  cun'ency  f 

^ T.  Po'iTER.  I do  not  think  it  does.  Perhaps  I have  looked  at  this  eiul  of  the  mat- 
ter more  than  other  people.  I have  had  this  question  on  my'  mind,  and  have,  perhaps,, 
eve  restimated  its  importance.  But  I regard  it  as  one  of  the  utmost  importance  to  the 
imi  lediate  aud  continuous  and  permanent  prosjierity'  of  the  country'. 
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M . HE^M^T.  \ on  repre.sent  what  may  l>e  called  the  cai.itali.stic  district  of  the  United 
..fates  and  you  know  the  condition  of  New  York,  and  Wall  street  iiarticnl-irlv  How 
mneh  has  this  inhiifr  of  money,  which  you  have  .lescril.cd,  on'the  pan^ 
men  m ho  oidiiiarily  invest  in  active  Imsiiie.ss,  and  who  now  have  their  monev  in  trust 
last  yeiUM  ' ‘ ^he^iihitive  condition  of  the  stock  market  within  the 

Mr.  l-OTTKR.  1 never  speculate  in  stocks  my.self  and  have  never  hon.rht  or  sold  .stocks 

in  m".  ^1  ^•'*1'  ^ **  have  had  a good  deal  to  do  with  it.  Peoide  hav- 

ig  Jalaiices  which  they  eaiuiot  einjiloy  in  the  ordinary  wav  are,  I think  temnted  to 
use  money  in  stock  speculations.  . .v  an,  i imuK,  tempted  to 

Mr.  llKU  I IT.  ^ on  do  not  ijiiite  get  the  hearing  of  my  question.  In  default  of  usinL' 
money  III  iiermaiieiit  iiivestmeut  it  is  deposited  very  largely,  vou  sav  in  banks  and 
trust  companies.  The  hanks  and  trust  co'mpanies  try  to  mak^  what  hiJnrLt  ifev  cml 
til  ^ ^ out  in  'Vail  street  on  the  best  procnrahle 

It  rncli'm.^  T ^ I’"*  The  fact  that  money  clu  ^e  mt 

at  smh  low  rates  upon  securities  that  have  a quotable  value,  does  it  not  in  vonr 
judgment,  tend  to  foster  .and  promote  speculation  ? ’ 

Mr.  Potter.  I do  not  doubt  that  it  tends  to  do  so  very  larsrelv 
Mr.  Kassox.  We  all  know  that.  ^ 

Mr.  Hewitt.  Yes  ; but  I wish  to  get  it  on  the  record. 

^ nnderstand  that  the  gold  balance  is  going  down  in 

M «“'•»  .'•»»  “".V  opiniou  „ha,  thM  tirt 

.Mr.  Kasson.  1 he  gold  balance  is  running  down  in  the  Treasnrv  ami  the  irold  i« 
pS  ^ n'ln  down  from  ex! 

i!ll:  ""»;,?.•  CwS'i'ht  '»  ".e  Govrimnent. 

crriSi,':”"  ' "''  ii.  the  Tt,-.t™r.v,  because,  that  is  iu- 

Mr.  Kassox.  Oh,  no. 

T’l''  CitAiRMAX.  The  ertect  of  the  tir.st  .section  of  the  hill  is  to  authori7e  the  invent 
ment  of  the  surplus  revenue  of  the  (iovl-rumeiit  in  other  than  3 per  cent'  hoiidir 

,er™i.  e»'er.„ue„^  Z nu"ke  » Wner  i„. 

'Hie  CUAIRMAX.  That  prevents  the  calling  of  the  bonds  TLa  + + • i 

’T  circulation. 

eSe!^  :r'i  n.» »l'”,i'L;;i?p:r  S: 

Ml^SaTEm^'yes.'^”^  received  from  the  hanks? 

1 he  Chairman.  Another  effect  of  the  hill  is  as  von  tr»  i i 

'I*™  they- can  hi  biuglS  a,  a lmut°','.tr“  “ 

fai'lxeSli'ISP’-  »»  tl'ft  tl'tlt  price  trill  „ot 

Mr.  Potter.  Yes. 

premium  of  the.se  l.onds  in  ad- 
prlmiimr''''’  l^^'^ve  to  run-.iot  the 

yoI^uJhlThliJ'ilVhVmLreUtl^^^^^^^^ 

^?p- 

Mr.  Kassox  (to  the  chairman).  You  assume  that  the  ^ . 

rarro'^^hT^"^  nnderstand  from  Mr 

pait  ot  the  prmmum  is  paid  in  this  way.  “ 

atfts  plllm;!'' wonh  in  the  two  bonds  is  discounted  aud  paid 

ent  worth  paid  by  the  Govtmm^  ‘hscouuted  at  compound  interest  and  its  pres- 
Mr.  Hewitt.  Would  it  not  be  exactly  the  same  as  in  the  case  of  an  individual  who. 
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bavuig  ail  obligation  to  meet  iu  the  bank  aud  having  money  to  meet  it  before  it  is 
due,  goes  to  the  bank  am  asks  to  be  permitted  to  pay  it  with  the  discount  off? 

Mr.  I’OTTKK.  Exactly  the  same. 

Ihe  Chaiumax.  Before  you  have  got  my  (luestion  answered  yon  have  been  asked  a 
dozen otheminestions.  rheeffectofthebillandthepurpo.seofthebillistoapiilytlie.sin- 
pliisreveime  in  tliepaymentotthecompiited  interest  on  these  bonds  ill  advance  oroftlie 

prenmim,  or  of  whatever  yon  may  call  it,  so  that  we  should  have  no  surplus’ revenue. 

»‘iiyre>nain  the  same,  and  so 
tnat  the  baukuii;  toinulai.ion  may  not  be  narro\ve<i  or  removed.  TJiat  is  tlie  edect  of 

It.  \ on  apply  the  surplus  revenue,  so  far  as  you  can  ^^et  it,  to  this  purpose.  Of  course 

excha!!^^^^  and  execute  this  law,  and  pay  otf  this  computed  interest  and 

exchange  these  bonds  until  you  have  some  money  to  aprdv  to  that  nurnose.  Then 
you  apply  it  as  fast  as  you  get  the  money.  And  j’ou  must  have,  in  order  to  ac- 
complish that,  .SaOO, 000,000  ill  three  or  four  years.  You  would  reiiuire  three  or 
tour  years  to  have  enough  surplus  revenue  to  exchange  tne  4ks  and  the  4s  And 
in  the  mean  tune  you  would  not  have  paid  off  any  of  the  volume  of  the  debt.  You 
would  have  all  these  boiid.s  tor  hanking  piirimses  t.)  the  extent  reiniired.  And  at  the 
end  ot  that  tune  you  would  hope  to  get  the  tax  system  down,  so  that  there  would  he 
DO  surplus,  with  a view  of  leaving  the  bonded  debt  -substantially  as  it  is. 

Mr.  1 OTTKK.  That  is  not  my  purpose  nor  the  jmrpose  of  the  hill.  The  hill  reeo.r- 
nizes  the  obligations  of  the  Government,  inclmling  l.oth  the  principal  and  tlie  interest 

applies  the  surplus  revenue  on  that 
part  ot  the  obligation  (to  wit  the  interest)  in  siicb  a way  that  the  Government  re- 
cenes  compound  interest  (compounded  quarterly)  on  the  mouev  that  it  lavs  out  at  4 
percent,  (or  at  .5  per  cent.,  it  yon  adopt  that  as  the  rate)  from  the  time  that  it  is 
pap  And  It  reduces  the  actual  amount  which  the  Government  is  liable  for  and  ha.s 

got  to  pay,  by  just  exactly  an  many  dollars  and  cents  as  is  contained  in  the  diltVrence 
between  tlie  two  rates  of  interest. 

The  CiiAiUMAN.  As  a matter  of  fact,  without  any  reduction  of  taxation  at  all,  either 
by  the  removal  of  the  internal-revenue  tax,  or  hy  reducing  the  taritf,  it  would  reciuire 
all  the  surplus  revenue  whicli  the  Government  receives  in  three  or  four  years  to  make 
this  exchange,  wouhl  it  not? 

Mr.  PoTTEK.  So  tar  as  the  :is  are  concerned  it  would  require  nothimr.  After  the 
3s  aie  exchanged  then,  so  tar  as  the  rest  of  the  bonds  is  concerned,  it  ii?for  the  (i(>v- 
ermnent  to  go  torward  Just  as  lust  or  just  as  slow  as  the  surplus  revenue  will  justify 
Ihe  Lhaikmax.  I understand  that.  But  if  the  Government  did  go  forward  under 
the  la\\  and  executed  the  law  as  last  as  it  had  a surplus,  it  would  coiisuiiie  the  sur- 
plus by  the  next  three  years. 

i^robabiy.  It  would  depend  on  what  tlie  surplus  W'as. 

Ihe  Chairmax.  I mean  on  its  present  basis. 

Mr.  Bloi'xt.  How'  much  money  would  this  exchange  take? 

Mr.  Hkw’TI’t.  I tigure  it  that  it  wouhl,  altogether,  take  two  hundred  and  tifteeu 
millions,  and  then  instead  of  paying  4 and  4^  per  cent,  interest  on  its  bonds  the  (Jov- 
ernineiit  would  pay  only  *24  per  cent. 

Mr.  Hehhekt.  I imderstaud  the  proposition  to  he  this : To  stop  paying  off  the  bonds 
and  to  use  the  surplus  in  carrying  out  your  (Mr.  Potter's)  ]>lan  to  reduce  the  interest 
on  the  bimcls,  leaving  each  bond  to  be  payable  legally  in  exactly  the  time  in  which  it 
IS  now  payable.  It  that  lie  so,  have  you  made  any  calculation  as  to  whether  or  not 
(assuming  the  surplus  revenue  to  he  the  same)  we  would  reach  tlie  ultimate  extinction 
ot  The  natKuial  debt  sooner  hy  your  }>Ian,  or  wheth.  r we  would  reach  it  sooner  with- 
out any  legislation  of  the  kind. 

Mr.  Potter.  \\  e would  reacJi  it  sooner  by  my  plan. 

Mr.  Hekhkut.  If  that  he  .so  your  proposition  woiil  1 commend  itself  to  me.  I v'oiihl 
like  to  .see  some  aecnrate  calculations  made  as  to  that. 

Mr  PoTTKK.  It  will  take  less  money  under  my  hill.  For  instance,  if  the  Senate  iilan 
shouhi  go  tbrougb  I have  no  doubt  but  that  tlie4s  would  reach  a much  higher  rate  tliaii 
jsaduurted  in  the  Senate  138.  I think  they  w'ould  go  up  much  higher  than  that,  and 
the  Government  would  either  have  to  leave  iKs  surplus  revenue  unused  in  the  Treasury 
or  to  buy  these  bonds  in  ojieii  market  where  it  would  liave  to  pay,  I belie  ve,  at  the  rate 
ot  loO  or  IbO  per  cent.  Whereas  by  this  plan  these  24  per  cent,  bonds  will  be  within 
the  reach  ot  the  (Tovernnient  at  about  par. 

Mr.  Kassox.  They  miglit  even  fall  below  par. 

Mr.  Potter.  They  will  probably  not  be  far  from  par.  1 think  they  will  be  above 
])ar.  1 think  that  the  nine  lias  come  iu  this  country  where  a United  States  bond  so  con- 

nected with  the  currency  and  interests  of  tlie  eouuTry,  and  free  from  taxation  will 
never  he  below  par,exce|>t  iu  times  of  great  dejiressioii,  and  for  a short  period.  ' 

Mr.  Kassox.  I have  belies  ed.  and  I have  often  said  that  the  reduction  of  the  rate  of 
interest  on  Gov*^rnment  bonds  has  had  an  important  effect  on  the  rates  of  interest  paid 
by  private  individuals  all  ttver  the  country. 

Potter.  I have  no  iloubt  of  that. 

Mr.  Kassox.  I therefore  assume  that  a further  reduction  of  tlie  rate  of  interest  mi 
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Government  bonds  would  have  a similar  effect  on  the  country  iu  further  reducimr  the 
general  rate  ol  interest  on  money  lent.  ^ 

Mr.  PoTiER.  I have  no  doubt  of  tliat. 

Mr.  Pu.ackiu’rx.  \on  tlieii  believe  tliat  the  time  has  come  when  a 24  percent  Gov- 
ernment bond  will  boat  at  par.  ‘ * 

Mr.  I’oTTER.  I do,  considering  the  amount  (il'our  boiuhal  debt,  and  the  way  in  which 
It  IS  connected  with  the  iinancial  system  of  the  country.  I have  no  doubt  that  tliese 
’2i  per  cent  (bivenuncut  bonds  would  remain  at  i»ar,  or  slightly  above  par.  Of  course 
the>  would  not  lie  where  the  4s  or  4is  would  be,  but  they  would  never  fail  below  par 

w bile  the  volume  ol  our  debt  is  as  small  as  it  is  now,  aud  while  the  uses  of  it  are  as 
they  arc  now.  ” 

1 Chairmax.  A\  hat  would  lie  the  effect  of,  and  Iiow  much  relief  would  be  afforded 

by  the  enactmiiet  into  law  of  the  lirst  ami  sixth  sections  of  the  bill,  which  onlv  affect 
the  3 j)(*rce!its  : ‘ 

ti.M.'’'/.’^’‘i?'i“'  ^ "'‘.V.  Ill  my  jiulgment,  however, 

theie  would  he  considerahle  relief  from  that  enactment.  ^ 

I he  t ilAiRMAX.  That  would  authorize  the  Government,  instead  of  calliu<^  3 per 
emit,  homl.s  when  it  has  surplus  revenue,  to  ]»ay  otf  otlier  homlsat  a better  proht,  and 
thereby  avoid  <lis(urbiiig  the  business  that  is  based  upon  the  3 percents. 

Ml.  1 Ol  lER.  I think  that  that  ought  to  have  been  done  long  ago,  and  1 womler  that 
It  has  not  iHrendoue.  To  call  what  is  out  now  causes  a loss  of  a good  many  thousand 
hollars  to  tlie  (Toverumeiit  directly. 

Mr.  McKixi.ky.  W hat  ellert  would  tho  passajn-  of  your  bill  have  on  hanks  that  hold 
thc.se  4 ])er  eent.  Iionds 

Mr.  roiTEic.  1 do  not  know  that  it  would  have  any  effect  niion  those  that  hold  4 
l.er  cent,  bonds,  except  tlnit  they  would  hold  them  as  thev  do  now.  These  bonds 
\w)idd  not  l.e  raised  .so  mnch  in  price  ])rol.ahly,  hecanse  the  deiiiaiid  of  the  eoiiiitrv 
foi  them  tor  iiiirpo.ses  ot  ha iikiiiu:  would  not  he  emieentrated  and  increased,  as  it  is 
now  hy  ]iayiii^r  ,1,^.  ;ts.  ij„t  if  would  fail  to  eive  (what  I reoard  as  of  verv  e-r^t 
mportance)  that  sta  dc  ami  unllm  tuatiii-  basis  to  the  liankin-  .system,  and  emi'^nev 
• i/  ‘”*'1  throiie-h  It  to  the  liaiiks,  which  the  simjde  enactment  of  this  hiil 

sre  im't  Ili^'  I'li^iigY  of  this  hill  will  make  it  certain  thatthe  national  banks 

•m  1 G.C  l/'  i*  i"'  ’ iiivesTiiifr  its  siiriilus  revenue  at  a lo.ss), 

i«»>  1, »"di, <''>-*  I'oi'i,  "...m 

Mr.  kEi.i.EV  When  .speaking  of  the  aeeiimulatioii  of  our  revenues  von  sii-r.^ested 
tlu.  pos,siljle  alternativi-  ot  haviiifrto  retain  our  surplus  in  the  Treasurv't  which  would 
e dis.istioiis  to  :ill  hnsiiie.ss  aud  produce,  a tiiianeial  panic  at  once),  or  haviim  to  hnv 
bonds  at  such  iircmiiim  as  the  holders  are  williije-  to  aeceiit  ’ ” 

Mr.  Fottek.  Yes.  ' 

s-.v-'  o of  «uch  an  alternative  induce  the  peoiile  to 

.s.i>  . We  \\i  not  tax  ourselves  as  heavily  as  we  are  doiu^  for  the  sake  of  pavin-  a 

piemiiim  of  o(  (>r()0  pereent.  on  mir  bonds,”  aud  mijrlit  not  the  people  thus  compel 
a reduetioii  ot  their  burdens.'  ‘ 1 c imi.s  compel 

Mr.  I'oTTEi:.  It  mieht  operate  in  that  way;  one  can  hardly  tell  how  a thine-  will 

upt  1 ti  r c.  ® 

‘""'I'ln'^n  that  the  present  condition  of  thiiies  remains  as  it  i.s,  and  that 

t L t )'nVv“’  ’">1  not  pas,s,  and  snjipose  that  we  con- 

tiiHic  to  p.i>  tile  homjs  that  are  now  subject  to  call,  then  in  two  or  three  Years  we 

will  have  iniid  .di  tlie  .S1/(),II(I(I.()0()  of :?  per  cents  held  hy  the  hanks  to  .secure  ciren- 
latKin  ; and  then  the  i.reminm  on  the  4 and  4i  |ier  cent,  bonds  <mes  iin.  Do  von  not 

think  that  that  would  le.snlt  in  deferminiiifr  the  national  hanks  to  siirremh-r  their 
circulation  and  ejvc  up  hnsine.s.s 

Mr.  I’oTTEi!.  M,\  Jml.nnicnt  i.s  that  the  hanks  will  not  eo  out  id'  the  national  bank- 
m<r  s\stem  .so  Ion-;  a.s  they  can  remain  in  it.  The  pre.sent  law  authorizes  them  to  n- 

"f  cir.-ulation  or  of  Imnds. 

""  -""'S'-  ">  '-T 

Mr.Mii.E.s  But  if  the  policy  ciMitiniiet.)  he  to  ].nrclia,se  rhe  bonds  and  to  exhaust 

the  imion^^^  hankin;;  Imsine.s.s,  would  not  that  ccrtainlv  close 

tlu,  natmnal  h.ink.s  hetme  Ion;;,  keeiuii;;  the  reveimeat  the«h(ta,v  into  ' 

Mr.  I OTTEU.  'i  on  can  calculate  that  perhaps  better  than  I can. 

Mr.  3ULES.  I am  asking  your  opinion. 

9"''*'*'""*''"^  "I'l'lies  the  surplus  revenue  to  the  i.av- 
iimut  of  tho  doht  that  wouhl  bt‘  tlie  rosult.  ' 

■nm  jVSi'i'';.  V were  out  ot  the  way,  would  not  the  i.reminm  on  the  4s 

the\tt..l.-  i„  ' 'loes  not  the  demand  for  these  bonds  hv 

tht  b.inks  inciease  tlu*,  pi’miinim  on  them  ? 

a.s^on  tlie7.t1m^^^  increases  the  i.reminms  on  the  4s  or  4is  so  mnch 
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Mr.  Hiscock.  Can  you  give  me  the  eurrent  prices  of  New  York  City  bonds  ? 

Mr.  PoTTKR.  TIi6  New  York  City  bonds  tb:it  were  lust  sold  were  3 percents  (luii- 
1 tbtnk,  twenty  or  twenty-live  years,  I buve  forgotten  tbeteriu),  and  they  brought, 

1 tliink,  4 Iter  cent,  preniiams.  They  were  water  bonds. 

Mr.  Hiscock.  Tbe  New  York  City  bonds  are  pructicuilly  almost  as  bigb  as  (govern- 
ment bonds.  . . 1 ^ 4^  *-1 

Mr.  PoTTEU.  Tben*  is  tbis  otber  ditft^ence  in  tbe  New  \ork  City  bonds  that  tlicj 

cannot  be  exempted  from  State  taxation,  only  from  city  taxation. 

Mr.  Hiscock.  1 made  tbe  im[uiry  as  bearing  upon  tbe  <inestion  wbetlier  tUe  pre- 
mium on  tbe  4s  and  4is  would  fall.  Tbese  New  York  City  3 percents  are  sold  so  tliat 
they  net  tbe  ]>urcbaser  to-day  a fraction  less  tban  3 per  cent. 

Mr.  PorfEK.  Tbe  New  York  City  3s  were  sobl  at  4 ]>er  cent,  premium. 

Mr.  Hiscock.  And  they  are  subject  lo  8tate  taxation.  I tbink  that  that  substan- 
tially makes  tbe  ditfereiice  between  the  price  of  Now  York  City  bonds  and  Hovern- 

meut  bonds.  , . , i ..i  i i i 

Mr.  Hewitt.  In  fact  there  is  no  State  taxation  on  those  bonds  now,  and  tlie  liobleis 

do  not  expect  to  pay  any  taxation  on  ibeni. 

Mr.  Hiscock.  Still  they  are  liable  to  be  taxed 

Mr.  Hewitt.  Yes.  , . w x i 

Mr.  Hiscock.  Has  not  t/.e  bolder  of  New  York  City  bonds  a right  to  reduce  the 

valuation  of  bis  personally  (for  taxation)  to  the  amount  of  tl;e  city  bonds  that  be 
bolds  ? 

Mr.  Hewitt.  He  ha^  in  the  city  of  New  York.  . ■ . 

Mr.  Herbert  (to  Mr.  Potter).  Yon  provide  in  this  bill,  instead  ot  continuing  to  pay 
off  the  homlB  as  at  their  face  value,  the  surplus  revenue  shall  be  used  iii  ex- 
chamnng  the  present  outstanding  bonds  for  bonds  hearing  lower  interest,  that,  ot 
course,  would  tt  ud  to  make  these  bonds  that  are  exchangeable  rise  m value.  Have 
you  i;ot  aiiv  provision  in  yiuir  bill  that  it  tbe  Secretary  ot  the  Treasury  linds  that 
these  bonds  (tbe  4s,  tbe  and  tbe  3s)  rise  in  value  by  reason  of  tbe  Government  (le- 
uiand  for  them,  be  shall  have  tbe  right,  instead  of  making  tbe  exehange,  to  pay  the- 

bonds  at  their  face  value  ? ...  , , i 

Mr,  Potter.  It  is  made  bis  duty  under  this  bill  to  apply  the  surplus  revenue 
either  iu  paying,  or  exebanging,  or  buying,  as  may  be  most  prolitable  to  the  Go\erii- 

Mr  Kasson.  As  to  tbe  positimi  in  wliicb  the  Goveiiimeut  wtmld  be  put  uiidci  joui 
plan  being  worse  tban  its  position  now  if  there  continue  to  be  a surplus  revenue,  1 
ask  you  whether  tbe  Government  would  not  be  powerless  (after  tbe  i»ayment  ot  tbe  .3 
percents)  in  regal’d  to  tbe  otber  bonds  until  alter  18111  ? • i 

Mr.  Potter.  Ab.solntely  powerless,  except  by  buying  the  bonds  in  tbe  market, 

Mr!  Kassox.  And  after  buying  tbe  4^  percents,  would  not  the  Government  again 
become  absolutely  powerless  until  1907  1 

Mr.  PorTEU.  Yes,  sir.  . 

Mr.  Kassox.  So  that  your  bill  gives  this  advantage;  Pbat  ;is  the  surplus  exists 
under  anv  system  of  legislation  tbe  Government  ma>  ajiply  it  tor  diminisbiiig  its  ob- 
ligations, with  ])robably  very  little  cost  for  tbe  premium  ? 

%lr  Potter  Yes. 

Mr.  Kassox.  And  may  distribute  tbe  payments  according  to  tbe  yearly  condition 

of  the  Treasury  ? „ ^ ^ 

Mr.  PoTfER.  Exactly  so  ; tbe  Governmeur  can  go  Just  as  fast  or  just  as  slow  as  ii 

wants  to  : all  tbe  debt  will  be  equally  within  its  reach  for  payment.  So  far  as  money- 
saviutr  to  the  Government  is  concerned  (to  say  nothing  of  tbe  prosperity  ot  the 
trv)  f have  no  doubt  lliat  the  last  s7O0,UO0,0UO  of  the  debt  will  have  to  be  bought  (il 
we  on  buying  tbe  debt)  at  a t>remiiim  of  not  le.ss  than  50  per  cent. ; whereas  it  this 
bill'were  to  pass  I do  not  believe  that  tbe  premium  on  tbe  2^  percents  will  be  ever 
as  bi‘di  as  10,  and  1 think  that  tbe  saving  to  the  Government  iu  dealing  with  tins 
last  great  installment  of  its  deiit  will  be  very  large.  That  answers  the  qnesnon  ot 
Mr.  Slills.  Hy  this  bill  the  Government  will  be  abb-  to  pay  oft  the  debt  .just  as  it 

wisbos. 

Mr.  McKixeky.  Suppose  the  tax  on  circiilatum  were  removed. 

Mr.  Potter.  There  is  a clause  in  this  bill  for  removing  it.  . , . 

Mr.  McKixlkv.  And  if  tbe  banks  were  permitted  to  issue  circulation  equal  in 
amount  to  tbe  face  of  the  bonds  could  the  banks  aftbrd  to  buy  tbe  4s  and  4Js  at  the 

present  bigb  prices  for  that  purpose  ? . xi  • 

Mr.  Potter.  I think  that  tliat  would  have  a temb  ney  to  increase  the  premium  on 

these  bonds  to  a liiglier  figure  tban  it  is  now.  , xi  ^ 

Mr.  McKixley.  Then  yon  think  the  banks  could  aftord  to  do  tliat  . 

Mr.  Potter.  Y'es:  ami  I tliink  it  would  increase  tbe  jiremium  on  tbe  bonds  and 
make  ir  tbe  most  expensive  way  to  tbe  Government.  I think  it  would  have  a tend- 
ency to  inflate  everything  and  to  induce  an  imprudent  issue  ot  circulation. 


